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Municipalities in the Nutmeg State have their
work cut out for them.  Connecticut is one of only
two states in the nation that do not have a county
or regional government apparatus (the other is
Rhode Island).  That means more public policy issues
than usual are shunted to either the state or the
municipal levels.  And in Connecticut, municipal
government isn’t of the one-size-fits-all variety; it
comes in three different forms.  What explains this
variety of governance structures in Connecticut?
And which form delivers the goods (and services) to
residents at the lowest cost per person?
Pick Your Own Government
Connecticut’s constitution allows municipalities
to choose their own form of government—a feature
called “home rule.”  The default government
mode—the traditional New England town meet-
ing—is predominant.  Harking back to the state’s
Yankee independence and distrust of large concen-
trations of political power, 106 of 169 towns still
use some variant of this “direct democracy”
approach.  In the town meeting, residents, led by a
first selectman, engage in do-it-yourself govern-
ment, gathering at least once a year to vote on
taxes, appropriations and local ordinances.  
But where concentrated populations have raised
the demand for public services, towns have often
hired a pro, turning to a full-time mayor or town-
manager to handle town business.  Though the
actual division of authority between the mayor or
manager and the town council and departments
with which they work varies from town to town,
decision-making power under either of these sys-
tems is generally more centralized than it is under
the town meeting.
We can actually estimate the effects of stubborn
independence on the one hand, and urbanization
on the other, on towns’ choice of government
form.  Empirically, one measure of a community’s
itch for independence is the proportion of town
residents who would rather work for themselves
than for someone else.  And urbanization, with its
increased need for public services, can be mea-
sured by high population densities.  Combined,
these two variables correctly predict the govern-
mental choice of 83% of Connecticut towns.  For
the average town, a 10% increase in the proportion
of residents who are self-employed raises a town’s
chances of choosing the town meeting form by
about seven percentage points, from about 60%to
67%.  By contrast, a 10% increase in population
density reduces a town’s chances of choosing the
town meeting by five percentage points, to about
55%.
Factors Affecting Relative Efficiency
Independence and urbanization may influence
the choice of government form, but what does that
mean for efficiency?  Is one form—government by
the people or by the pros—more cost-effective than
the other?  
Theoretical arguments can be made either way.
In town meetings, residents have a direct voice in
government and can keep a closer eye, and a
tighter rein, on wasteful spending.  But decision
making by large groups is laborious and time con-
suming.  What’s more, as towns grow, participa-
tion rates may actually fall, causing town meetings
to be sparsely attended.  That could give special
interest groups just the opportunity they need to
exert a disproportionate influence over local affairs.
Alternatively, concentrating power in the hands
of a mayor or manager can streamline the decision
making process, and leaders can more readily avail
themselves of professional management tech-
niques.  But concentrations of power can also
make corruption more profitable and thus more
tempting, as Nutmeggers in a couple big cities
have learned from bitter experience recently.
To assess the relative efficiency of different gov-
ernment forms, we must look beyond mere levels
of municipal spending across towns.  Different
towns offer different mixes of public goods and
services, and face different cost structures in pro-
ducing those outputs.  The per-capita cost of gov-
ernment naturally rises when towns provide more
or better goods or services, or when the cost of
inputs such as labor or rent go up.  So to be able
to compare the efficiency of different government
forms, we need to control for the quantity, quality
and cost of providing public services, as well as for
other factors that may affect efficiency.
Measures of local government outputs are notori-
ously hard to come by, but there are some good
candidates.  The average mastery test score for
grades 4, 6 and 8 provides an index of educational
performance.  The number of books per capita in
the town library is not only a direct output mea-
sure itself; it is also a likely surrogate for other
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community services.  And the crime rate gives an
indication of the burden of providing for public
safety. 
As expected, these output variables all signifi-
cantly influence the per-capita cost of government
(see table).  A one-percentage point increase in the
number of schoolchildren passing the mastery test
costs an average of $6 per resident.  A one-volume
increase in the number of library books per capita
will raise spending about $4 per head.  And on
average, localities respond to a one-unit increase in
crimes per 10,000 residents by increasing per-capi-
ta spending $6.
To provide these services, towns use trained per-
sonnel, office and classroom space, and other
inputs.  One measure of the cost of local labor is
the average teacher’s salary, and one gauge of the
cost of office and other space is the prevailing
median residential rent per room. 
As with the output factors, these cost influences
are also significant.  A 10% increase in a teacher’s
pay translates into a 12.9% increase in spending,
undoubtedly reflecting the high proportion of local
budgets dedicated to salaries and the cost of asso-
ciated benefits.  A ten percent increase in median
room rents, by contrast, leads to just a 1.4%
spending increase.
Besides output and cost factors, other local fea-
tures are apt to affect the cost of providing ser-
vices.  More populous towns might be able to cap-
ture some economies of scale in providing services.
Geographically large towns, however, may find res-
idents harder to reach, thus making service provi-
sion more costly.  Governments may also compete
with their neighbors, so if efficiency rises in
adjoining towns, a town may feel pressure to
improve its own efficiency. 
Where these influences are empirically signifi-
cant, they also work in the direction anticipated.
A 10% increase in land area increases per-unit
costs by 0.4%.  And a one-dollar decrease in
spending by neighboring towns, holding their ser-
vices constant, reduces a given town’s spending by
31 cents.  But a larger population, which might be
expected to lower a town’s per-person costs, does
not appear to have any significant influence on
spending.  
Going With the Pro
Having controlled for some key factors that like-
ly affect the cost of municipal government, we’re
now in a position to identify the independent influ-
ence of government form on local efficiency.  The
evidence suggests that, as in other cases where we
might be tempted to do it ourselves (fixing a leaky
pipe, perhaps?), hiring a professional pays.
Holding output, input costs and other influences
constant, government by town manager saves tax-
payers about $173 per person each year, while the
mayoral form achieves cost savings of about $287.
Thus, for the average town with a given level of
output and cost structure, per-capita spending
would decline from $2,228 to $2,055 by moving
from a town meeting to a town manager form of
government; and it would drop further, to $1,941,
by switching to a mayoral system.  In either case,
the savings are significant—anywhere between
7.7% and 12.9% for the average resident.
The lure of improved efficiency may have led
Hartford voters this fall to overwhelmingly
approved a new charter that makes the mayor that
city’s chief executive officer.  Promised more
accountability and “results-oriented” government,
even long-standing opponents of the change relent-
ed in the end.  The analysis here suggests that sup-
porters’ hopes may be more than just pie-in-the-
sky musings.  
But Hartford’s recent experience hardly portends
an emerging groundswell in the state for govern-
ment by the pros.  Given the likely cost savings of
the alternatives, what accounts for the pervasive-
ness and long life of the Connecticut town meet-
ing?  Shouldn’t most towns have switched long
ago?  Could it be that the purportedly pragmatic
Nutmegger is actually indifferent toward thrift? 
Perhaps not.  It might just be that the cost differ-
ential between government forms represents the
premium that resi-
dents are willing to
pay to keep govern-






tary costs of messier
government.  So
maybe the relatively
high cost of town
meeting government
comes as no surprise,
and maybe that cost






Area (Square Miles) 
Population
Mastery Test Score
Per Capita Library Volumes 
Crime Rate (Per 10,000 Residents)
Per Capita State Aid
Average Teacher Salary
Median Room Rent
Neighboring Mastery Test Score
Neighboring Library Volumes
Neighboring Crime Rate
Neighboring Per Capita Spending
Neighboring Mill Rate
-2550.59 
 -172.60  **
 -286.84  ***
      3.04 *
      0.00 
      6.26 **
    43.62 ***
      5.55 *
      0.52 ***
      0.05 ***
      1.79 *
     -1.67 
      5.60 
      4.32 
      0.31 *
     -6.09 
  $2,228
     28.7
 20,151
     65.3
       4.8
     19.4
    $579
$60,003
    $176
     65.4
       4.8
     19.7
 2235.3
   18.00
   $3,834
      61.6
139,529
      89.3
      23.9
      97.0
  $1,898
$73,705
     $313
      85.7
      15.8
      60.3
  3373.9
    24.84
   $1,315
        5.0
       693
      25.3
        0.0
        4.0
       $52
$51,415
     $110
      49.7
        1.8
        8.4
  1752.9















     * Significant at 0.10 Level, Two Tail Test
  ** Significant at 0.05 Level, Two Tail Test
*** Significant at 0.01 Level, Two Tail Test
Coefficient Mean Maximum Minimum Elasticity
Determinants of Per Capita Municipal Spending
Source: Developed by The Connecticut Economy based on data from the U.S. Census and from
the Connecticut Department of Economic and Community Development’s Town Profiles.